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DISCUSSION. 

Mr. H. E. Bourne : Hardly anything seems to be left 
for me as leader of this discussion except to emphasize 
the doctrine which has already been presented, that col- 
onization is a local problem. There are, of course, cer- 
tain principles of colonization, but yet the solution of 
each problem must be reached by study of local condi- 
tions. Mr. Stephens brought out this fact in his re- 
marks on India. 

It may be worth while, in opening the discussion, to 
distinguish between the various points of view from 
which the Porto Rican policy of the government has 
been popularly discussed. A great deal of this discus- 
sion has been based upon our domestic traditions, going 
back to the Revolutionary War. These are honorable 
to us, and I should be the last to urge that we abandon 
any of them. Nevertheless, they may not facilitate in- 
telligent study of the colonial problem. However much 
we revere the Declaration of Independence, it does not 
throw much light upon colonization in the tropics. 
Most of the critics of French experiments in coloniza- 
tion point out the fact that France has been at a disad- 
vantage in comparison with England, because ever since 
the French revolution, the French have been dominated 
by certain abstract ideas and they have been unable to 
use expedients like chartered companies, which the En- 
glish have successfully employed. Although England 
probably better provides for self-government at home, the 
Englishman does not put his own experience into the 
form of abstract principles which he packs in his grip- 
sack and takes wherever he goes. When he goes to 
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India, he formulates principles adapted to the condition 
of the country. I think the disadvantage under which 
the Frenchmen labor was admirably brought out in Dr. 
Reinsch's paper. 

The second point of view from which Porto Rican 
legislation has been studied is the political origin of the 
Porto Rican bills. Judging from the accounts in the 
newspapers, it appears that for a time we were to have 
free trade with Porto Rico, but that for some reason or 
other the first plan was abandoned and the law actually 
in existence was introduced. It is asserted that this law 
was suggested by certain protected interests in this 
country which feared competition from Porto Ricau 
sugar and tobacco. If this was the case, the Porto Rican 
bill was a piece of vicious colonial legislation, irrespective 
of the fact that it may have actually operated an advan- 
tage as a method of collecting taxes from Porto Rico. 
L,aws for the Porto Ricans should spring out of the needs 
of the Porto Ricans, not out of the needs of the people 
of the United States. Furthermore, a good deal has 
been said, during the discussion of the Porto Rican tariff 
bill, of the danger that if we have free trade with Porto 
Rico, we shall be obliged to have free trade with the 
Philippines. It is urged that Congress must set a pre- 
cedent which would give us an opportunity to deal with 
the Philippine question on its merits. It is evident that 
while free trade between Porto Rico and the United 
States might be an advantage to Porto Rico, even 
though there went along with this the American tariff 
around Porto Rico against all foreigners, such a policy 
would be ruinous to the Philippines, because the Philip- 
pine Islands, unlike Porto Rico, do not lie within the 
sphere of our trade influence. 

The third point of view upon which the colonial prob- 
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lem may be studied is that of the local conditions in 
the various possessions, and of the experience of Eu- 
ropean people in dealing with such possessions. I think 
that this is the only intelligent method of studying the 
problem and the only method of arriving at the proper 
solution. It may sound well to give possessions legisla- 
tive representation, and yet you remember Dr. Reinsch's 
paper alluded to the fact that the French were coming 
to the conclusion that their policy of assimilation was 
a failure. If we study the system of representation 
which the French have adopted, not only in the West 
Indies but elsewhere, we must conclude that it is a 
farce. Of what good is it to a possession like Cochin 
China, so far away from France that its interests are 
very different from those of France, to have one or two 
representatives in Paris. It is true, these men may 
gain some influence, and yet it appears that they have 
never been able to use their influence to bring about 
valuable reforms for the colony itself. It is likely that 
the dominant interest of the mother country will over- 
come, or at least obscure, the interests of distant posses- 
sions. Porto Rico is not very far away and its interests 
may be said to be quite like our own. But those of the 
Philippine Islands are certainly not. These islands are 
as far away as possible, not only geographically, but in 
every other way, — socially, politically, in traditions and 
sympathies. 

A comparison between the situation in Porto Rico 
and the Philippines and the experience of European 
peoples in administering their own possessions might 
be carried into detail, but I wish simply to empha- 
size the principle that it is absolutely necessary to study 
the experience of other peoples before attempting to 
reach any definite solution of the problem for ourselves. 
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Mr. C. H. Hull : I appeal for your indulgence, while 
I attempt, in view of the emergency produced by Dr. 
Hollander's absence, to review briefly the salient fea- 
tures of the fiscal problem now pressing for solution in 
Porto Rico ; to describe the condition of affairs there as 
to public expenditures and revenues before the inter- 
vention of the United States ; to trace the changes 
which have become inevitable because of our interven- 
tion, and finally to outline the measures that are pro- 
posed to meet the changed conditions. This may re- 
quire a somewhat dry recital of mere facts. But we 
have just heard that colonial questions cannot be dis- 
cussed, or even understood, until colonial facts are known. 

L,et us take as our point of departure the Porto Rican 
estimates for the fiscal year 1897—98. The total ex- 
penses of the insular government, exclusive of munici- 
pal expenditures, were reckoned, in round numbers, at 
five million one hundred thousand pesos. 1 

Of these expenditures 500,000 pesos were for general 
obligations in Madrid, such as the colonial ministry, the 
auditing of accounts, etc., 1,500,000 pesos were the in- 
sular contribution towards the military and naval ex- 
penses of Spain, and 200,000 were for the support of the 
clergy. The passage of Porto Rico to the United States 
will do away with these three items aggregating more 
than 2,100,000 pesos, or a little over forty-one per cent, of 
the insular expenditures hitherto. The remainder will 
probably go on substantially undiminished. It would 
be an extravagant estimate to say that Porto Rico will 

1 The value of the peso in our money has varied, and is at present 
approximately sixty cents. To simplify matters I speak throughout 
of pesos, assuming that, as dollars, and other American customs, 
make their way into Porto Rico, prices, and wages also, will rise to 
correspond. That may not happen, but the assumption will serve the 
present purpose. 
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find herself relieved of half her previous insular expendi- 
tures, merely by becoming a part of the United States. 

On the other hand, the annexation of Porto Rico to 
the United States will deprive her of much more than 
half the revenues by which she uniformly met all her 
expenditures without being obliged to resort to borrow- 
ing, either insular or municipal. The system of taxa- 
tion which accomplished this unusual result was Span- 
ish ; and it is the present fashion in the United States 
to abuse everything Spanish without rhyme or reason. 
But there is no adequate evidence that taxes in Porto 
Rico were seriously oppressive. The Special Commis- 
sioner of the Treasury Department advertised through- 
out the island for complaints, and complaints, of course, 
he heard — where were there ever taxes of which no one 
complained ? But he himself says that " the general 
testimony was to the effect that taxation was not really 
oppressive." And if you read the testimony which he 
took, you will find that there was far more complaint of 
General Henry's tax reforms than of the taxes which the 
military government had thought it necessary to reform. 
Let us, then, look at Porto Rico's revenues for 1897-98 
in more detail. Sixty-six per cent, of them was to come 
from customs duties, twenty-one per cent, from direct 
taxes, six per cent, from the public lottery, two and five- 
tenths per cent, from the post office, three and five-tenths 
per cent, from various government monopolies, chiefly 
that of the sale of stamped paper for notarial and com- 
mercial documents, and two per cent, from state property 
and incidental sources. 

Of this fiscal structure the annexation of Porto Rico 
to the United States destroys fully three-quarters. The 
lottery is gone already, the postal revenues will flow 

9 
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henceforth to the Washington Treasury, and a large 
part of the stamp taxes were petulantly wiped out by 
General Henry with childlike indifference to the pos- 
sibility of finding a substitute for them. But far more 
serious than all this is the loss of the customs duties. I 
have neither time or inclination to discuss the constitu- 
tionality, or the political expediency, or even the in- 
dustrial effect of a Porto Rican tariff, whatsoever its 
rates. But I cannot shut my eyes to the plain fact that 
the present impossibility of an insular tariff immensely 
complicates the fiscal problem in Porto Rico. The re- 
maining West Indies, practically without exception, 
collect and for a century have collected the greater 
share of their revenues by customs duties. This fiscal 
uniformity throughout a region politically the most 
variegated upon the face of the earth, supports the con- 
clusion, which I reach upon other grounds, that customs 
duties are the easiest way of getting public revenues 
in the Antilles. They suit more nearly than any other 
sort of taxes the insular situation, the agricultural 
character, and the improvidence and indigence of the 
swarming populations in that section. 

To sum up the matter so far, American occupation 
directly reduced Porto Rico's expenditures by less than 
fifty per cent, while it directly reduced her revenues 
fully seventy-five per cent. Her remaining revenues 
will be inadequate to meet half her remaining expendi- 
tures. 

But this is by 110 means the whole story. The pro- 
cess of Americanization of the island will occasion large 
domestic expenditures in some ways where expendi- 
tures under Spanish rule were small. Notably for 
schools and for roads. There are now 800 school 
houses on the island having accommodations for 40,000 
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children. In his speech to the insular legislature the 
fourth of this month, 1 Governor Allen told them that 
there were upwards of 300,000 children for whom no 
provision is now made. And for all these, in his 
opinion, " buildings should 8 be erected, thoroughly 
equipped with all modern appliances for good work, and 
trained teachers placed in charge." The Governor's 
standard is unduly high. In order to find 340,000 school 
children in Porto Rico he must include all between 5 
and 17 years of age. But it is impossible that so poor 
a tropical country should keep its children in school up 
to 17 years of age. Porto Rico cannot afford it, and 
it ought not to be expected of her. L,et us take, there- 
fore, 125,000 additional school children as the number 
to be housed, making 165,000 in all. At 10 pesos per 
capita or 500 pesos for a school of 50, which is the 
average size of the existing 800 schools, new school 
houses, equipped, will cost at least 1,250,000 pesos. As- 
suming this to be raised by four per cent, school bonds 
having 20 years to run, the interest and the sinking 
fund will amount to, say, 100,000 pesos annually. If 
now we estimate the running expenses of these schools 
at two pesos per pupil, or less than one tenth the aver- 
age cost of the public schools in the United States, the 
total additional expenditure for school purposes will be 
350,000 pesos. 

The other great items of necessary additional expen- 
diture are for public improvements. For centuries the 
crying need of the island has been roads. Already the 
American Board of Public Works has spent nearly one 
and one-quarter millions in road making, and Governor 

1 Address of his excellency Charles H. Allen to the two branches of 
the legislature of Porto Rico, December 4, 1900. Peurto Rico : Tip 
El Pais. 8°. 
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Allen estimates that " about four millions more will be 
required for completing the roads, aqueducts and 
bridges upon the plan suggested for the islands." As- 
suming that the million and a quarter already expended 
will come out of the Congressional appropriation for the 
relief of Porto Rico, we will take only 4,000,000 for 
roads upon our contemplated insular debt, and allow the 
road bonds to run thirty years at four per cent. Their 
interest and sinking fund will come to over 250,000 
pesos per annum. 

The up-keep of roads in a mountainous country with 
torrential rains is expensive. Three per cent, on their 
cost is a very moderate estimate ; probably five per cent, 
would be nearer the fact. But taking three per cent, we 
have, without mentioning the harbor improvements 
which are urgently needed, the following additional in- 
sular expenses for Porto Rico : 

Service of school debt 100,000 pesos. 

Service ot road debt 250,000 " 

Maintenance of schools 250,000 " 

Maintenance of roads 120,000 " 



720,000 pesos. 

This, with 2,500,000 pesos of expenses standing over 
from the old regime, makes, say, three and one-quarter 
million pesos in all. 

The task that confronted the architects of Porto Rico's 
new system of taxation, therefore, was to devise a way 
of raising three and one-quarter million pesos per an- 
num without resort to a tariff, and to put the new system 
into operation before the first day of March, 1902. 

On what foundation of existing taxes could they build ? 
Practically the only Spanish taxes that could have been 
retained were the so-called " direct taxes," producing 
1,090,000 pesos, or about one-third of the minimum 
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amount required. These direct taxes consisted chiefly 
of three great impositions : the territorial tax, the bus- 
iness tax, and the certificate of domicile. The territorial 
tax was five per cent, on the assumed annual value of 
real property, as estimated from declarations of the 
owner. In case of urban property the rental value was 
directly estimated in money and the tax was collected 
whether the property was occupied by its owner, rented 
out, or stood idle. In case of rural property the rental 
value for piirposes of this tax was obtained by multiply- 
ing the declared produce of the land by certain arbitrary 
prices, such as three pesos per quintal for sugar, twelve 
pesos for coffee, a specific sum per head for cattle in 
pasture, etc. The assessed value, however, was much 
smaller than the value thus calculated, an allowance be- 
ing made for working expenses at the rate of seventy- 
five per cent, on cane lands, sixty-seven per cent, on 
coffee plantations, twenty-five per cent, on urban prop- 
erty, and ten per cent, on pastures. There was little 
machinery for checking the correctness of the declara- 
tions and charges are frequent that some taxpapers, 
especially the wealthier, evaded part of their taxes by 
under-declaration. This tax brought in about 450,000 
pesos per annum. 

The business tax is, roughly speaking, like the French 
"patente." All persons carrying on any business or 
pursuing any occupation are divided into four groups 
which may be roughly described as : first, domestic mer- 
chants of all sorts ; second, importers and exporters, 
bankers and common carriers ; third, manufacturers ; 
fourth, professional men, and those in other occupations. 
There is a tax schedule fixing amounts for persons in 
each group, and the amounts exacted vary (a) with the 
size of the town, and (b) with the magnitude of the bus- 
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iness. This tax brought in about 250,000 pesos to the 
insular treasury. 

The domicilary certificate, though nominally option- 
al, was necessary for all male adults, so that the fee 
charged for it amounted to a poll tax. It varied from 
25 pesos to 10 centavos according to the occupation or 
wealth of the person in question, and this brought in 
nearly 200,000 pesos per annum. 

The plan for the future taxation of the island evolved 
by the present government is not yet fully known in 
this country. I have learned since coming to Detroit 
that the new tax bill and the official argument for it 
were expected to be in print in time to leave Porto 
Rico by last Monday's steamer, Dec. 24. This session 
therefore, is about three days too early for it to reach 
us. Meanwhile our best source of information as to it 
is the brief outline contained in Governor Allen's speech 
already mentioned, and I shall take the liberty of read- 
ing a couple of paragraphs from that : 

Inasmuch, therefore, as there remain but fifteen months 
under which, by the terms of the organic act, customs 
revenues may be depended upon as a support to the 
government, it devolves upon the legislature, at as early 
a date as it can conveniently do so, to devise a system of 
taxation sufficient to meet the necessities of the govern- 
ment, to the end that such system may be well under- 
stood and in good working order prior to the date fixed 
in the law when such system shall become the source of 
revenue for the support of the government. As an aid 
and suggestion in this direction, I have the honor to 
recommend to your attention the following general 
scheme of taxation, subject to such regulations, limita- 
tions and changes as your judgment shall deem wise 
and sufficient. 

Pending a possible loss of customs receipts in 1902, it 
will be necessary, as I have before stated, for the legis- 
lature to supply the means of providing a sufficient in- 
come to meet the needs of the government. This, I 
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take it, will at once suggest to your minds the applica- 
tion of some just and equitable system of taxation, 
which will not only establish new sources of insular 
revenue, but will also correct serious defects in existing 
tax laws. Such a bill, I take it, should embrace the 
results of careful consideration, and should be founded 
upon accounts and plans of modern taxation, with 
special reference to the conditions obtainable in this 
island. Legislation on this subject should provide for a 
direct tax on the assessed value of real and personal 
property, an excise tax on liquors, alcoholics and certain 
other articles consumed or imported into Porto Rico, 
and an inheritance tax on the devolution of property. 
The direct tax on property would be designed to replace 
the present crude and inequitable territorial tax now in 
force. Provision should be made for a general assess- 
ment of all property in Porto Rico, and upon this valua- 
tion, a tax of moderate amount would be levied for in- 
sular purposes. The same basis would naturally be em- 
ployed for the levying of such local taxes as may be 
hereafter authorized. Insular and local taxes should be 
collected by a force of salaried collectors and deputy 
collectors, in place of the inefficient and out-of-date 
system of commission-paid tax collectors. Such prop- 
erty tax would be essentially similar to the property tax 
in use in the United States. Exemptions, such as are 
found in American states whose conditions approximate 
those of Porto Rico, might be appropriately made of 
churches, charitable institutions, and public buildings. 
With these exceptions, every person, association and 
corporation, would be subject to taxation, according to 
ability, as represented by the net value of capital or 
wealth, or the nearest approximation that can be ob- 
tained. 

Under the provisions of the Act of Congress, approved 
April 12th, 1900, Porto Rico was specifically exempted 
from the operations of the Internal Revenue laws of the 
United States. The purpose of this generous exemp- 
tion was to allow the adoption of an insular excise sys- 
tem based on local conditions and requirements. With 
this in view, it would be well to impose an excise stamp 
tax on alcoholics, tobacco, and certain other articles, 
manufactured or imported in Porto Rico, together with 
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a specific license tax on the sale of such articles. Mod- 
erate stamp taxes should also be imposed on notarial 
documents, and bills of lading. The rates of taxation 
proposed in the bill, perhaps need not be more thau one- 
half in amount of those imposed by the internal revenue 
laws of the United States. The present inconvenient and 
annoying " consumo " taxes, collected by the munici- 
palities, should be replaced by a single insular excise tax, 
a portion of the proceeds of which should be apportioned 
among the local bodies. Provision should be made for 
the extension and improvement of the present useful 
force of internal revenue agents, with a view to repro- 
ducing in Porto Rico the efficiency and fidelity of the 
internal revenue service in the United States. 

The inheritance tax should be a moderate tax upon 
the privilege of inheritance, increasing in rate with the 
the remoteness of relationship, and the amount of the 
bequest. Such a measure would be in harmony, both 
with fiscal usage in Porto Rico, and with the trend of 
the best financial experience in the United States. 

Upon the plan thus outlined by Governor Allen, two 
chief lines of criticism seem possible. Fuller informa- 
tion will, I hope, show them to be altogether unwar- 
ranted, and they are now merely suggested, by no means 
urged. The first of these tentative criticisms is political, 
the second fiscal. Perhaps it will help to indicate my 
own doubt as to their validity if they be put as questions, 
rather than as propositions. 

On the political side it may be asked whether changes 
so sweeping as those proposed, are not likely to fan the 
embers of discontent to an unnecessary heat, not to say 
to a blaze. The maxim : " There are no good taxes 
but old taxes," may not be fiscally wise, politically it is 
so. Very great and very certain advantages of equality, 
or of productivity, or both are required to justify whole- 
sale changes in an established system of taxation. Are 
the advantages of the general property tax over the ter- 
ritorial tax, and of an internal revenue tax on our fed- 
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eral pattern over their business tax great enough and 
obvious enough to reconcile the Porto Ricans to the 
substitution ? 

On the fiscal side, — will the proposed taxes do the 
work ? Governor Allen says that good judges estimate 
the true valuation of the island at a hundred millions. 
Taxation, apparently, must be fully three per cent, on 
that valuation, taking all sorts of taxes into account. 
Will it prove possible to extract so much from such a 
population as Porto Rico has, with the few and simple 
tools proposed for the purpose ? 

Whatever answer we may be inclined to give to these 
questions, we are justified in believing that all is being 
recommended that wide acquaintance with methods of 
actual taxation backed by sound judgment and directed 
by transparent honesty can suggest. But when we con- 
template the fact that all the other countries which have 
assumed responsibility for West Indian populations, and 
and have tried to keep those populations from sinking 
into what Secretary Chamberlain describes as " a condi- 
tion of barbarism," have been obliged to grant financial 
assistance from the home treasury, even though they all 
allow their islands to impose heavy customs duties, I 
think we must prepare ourselves to discover without 
surprise that even ingenuity and ability cannot do for 
Porto Rico's finances all that we were inclined at first to 
expect. 



